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REPLY AFFIDAVIT OF JAMES S. KAHAN

State of Texas )
) ss:

County of Bexar )

James S. Kahan, being duly sworn, deposes and says:

Qualifications

1. My name is James S. Kahan. I am the Senior Vice President for Corporate

Development of SSC Communications Inc. ("SSC"). I have previously filed an Affidavit

in support of the joint applications of SSC Communications Inc. ("SSC") and Ameritech

Corporation ("AIT") in this docket.

Purpose of Reply Affidavit

2. The purpose of this Reply Affidavit is to respond to a number of erroneous claims

made by our competitors/opponents who have filed oppositions to this merger. In

addition, I will:

(a) Demonstrate SSC's commitment to the National-Local Strategy;

(b) Demonstrate that the capabilities and geographic presence derived from the

National-Local Strategy are valued by customers;



(c) Demonstrate that this merger, and the National-Local Strategy enabled by this

merger, will create a national and global company that can compete with the very

same competitors/opponents who have filed the most strenuous oppositions to

this merger;

(d) Demonstrate that, despite the erroneous and misleading claims of our

competitors/opponents, the National-Local Strategy is credible;

(e) Demonstrate that, despite the claims of our competitors/opponents to the

contrary, it would be unacceptably risky for our shareholders, employees and

customers of sse to undertake the National-Local Strategy on its own.

The Telecommynications Market is in the Midst of Revolytiona[y Changes

3. The telecommunications market is in the midst of irreversible changes and trends

which are both the result of, and a response to, changes in the ability of

telecommunications providers to offer customers capabilities they need on a national

and global basis and the fact that customers recognize that this ability now exists.

These changes are a direct result of a number of different factors including the market

opening initiatives of Congress, the FCC and various state and foreign governments.

The Telecommunications Act of 1996 has eliminated all legal and practical barriers to

entry into the local exchange markets. This has, in turn, allowed companies to integrate

their product lines and offer a robust package of local, long distance, Internet, wireless

and other services which customers demand. We are also witnessing dramatic
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changes in technology as the role of data increases geometrically in importance to

customers and the Internet broadens access to information by all segments of the

market.

4. Customers have recognized these changes and are forcing telecommunications

providers, particularly companies who wish to serve the complex telecommunications

needs of large and mid-size business customers, to integrate their product lines, expand

their geographic coverage nationally and internationally, and enhance their

technological capabilities, all to create a platform by which each customer can obtain

essentially one stop shopping and, of equal importance, "one stop service" from a single

entity. These demands require a company which can, to the fullest and broadest

geographic extent possible, offer facilities-based services to large and mid-size

customers, wherever those customers may be. In a July 1997 study titled, "Integrated

Carriers - The User Speaks," (the "Yankee Group Study"), the Yankee Group reported

on the results of surveys of business customers indicating a very strong preference for

this capability. For example, 67% of the respondents to the Yankee Group survey

indicated that it was important or very important that their primary or secondary carriers

be integrated. Only 13% of the respondents believed that it was not important or

irrelevant. Furthermore, in the same study, the Yankee Group attempted to evaluate

why it was important to the respondents that their primary/secondary carrier be

integrated. As a result of further inquiry, 62% of the respondents identified one stop

shopping as their most important reason. Fifty-five percent (55%) indicated lower cost

would be the primary reason, 37% chose manageability, 25% indicated simplicity and
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24% indicated high reliability as the reason why they wanted their service provider to

become integrated.

5. It is ironic that the very competitors/opponents who have filed the most vigorous

oppositions to this merger have themselves recognized and acted on the need to

expand geographically in order to serve customers. The examples are well known, with

two of the most prominent being: the combination of MCllWoridCom/Brooks

Fiber/MFS/UUNET and the combination of AT&TITCGITCI, coupled with AT&T's global

venture with BT, which, of course, involved marriages of direct, head-to-head, actual

competitors. The new MCllWorldCom is extensively and broadly advertising its On-Net

service indicating that it is the only national and global company which can offer

customers the one stop shopping capabilities they want across the nation and around

the world. Recently, MCllWorldCom published a 12 page insert in The Wall Street

Journal, (.s.ee Attachment 1), which repeatedly promotes the company as being the Q.IJ.fl

company which can offer local plus national plus international capabilities for all

services required by customers. In its promotions, MCllWoridCom stresses that

customers, "can buy every communications service your business requires from one

company." (Se.e page 4 of Attachment 1). This promotion goes on to note that,

"[s]erving every possible communication need also means we can keep products,

services and support consistent around the globe." (~Page 4 of Attachment 1).

6. These print advertisements are not the only medium by which MCllWoridCom is

promoting its capabilities. In television advertisements, it touts the historic nature of the

combination of their companies and the ability this combination generates to provide
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single source telecommunications services around the world. In The Wall Street

Journal insert and in television advertising, MCllWorldCom compares the merger with

the combination of the two largest railroads in America which united the Atlantic and the

Pacific, tying America into a single country. In the television advertisement,

MCllWoridCom notes that as a result of that combination, "America was officially open

for business." This promotion then goes on to note that: "A new and critical link has

been forged. Two of the largest networks on earth have just become one. With a

capacity so vast, it can carry all the data traffic of all the other carriers combined to more

places around the world than any other network." (60 second television advertisement,

first aired September 15,1998) (emphasis added). Yet another television

advertisement of MCllWoridCom promotes its local to international capabilities using a

single network. In this promotion, an MCllWoridCom spokesman states, "If you could

accompany your data on its trips overseas ... the experience would be alarming. Local

carriers handing it to national carriers ... over to cable carriers ... 'till you don't know who

has your data unless you send it through here. With the one and only company ... 1b..m

owns the entire network '" local. national and international. So you know who has your

data. On-net from MCllWorldCom." (30 second television commercial, first aired

October 12, 1998). (Emphasis added).

7. MCllWorldCom, however, is not the only company that is assembling this capability.

AT&T, already the largest US telecom carrier, has shown that it believes it needs a

broader reach to compete effectively in the emerging era of national and global end-to­

end competition. It has recently completed its $11 billion merger with TCG, the largest

CAP in the country which serves over 100 markets, which follows on the heels of its
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$11.5 billion acquisition of McCaw Cellular, the largest cellular operator, four years ago.

AT&T is now pursuing its $48 billion acquisition of TCI, it has entered a multi-billion

dollar alliance with British Telecom (thereby obtaining access to over 75% of trans­

Atlantic traffic between New York and London) and, according to press reports, its

currently in active talks to further align itself with other major cable companies including

Time Warner. With these acquisitions, AT&T claims that it will offer a fUlly integrated

package of communications, electronic commerce and video entertainment services

with not only a national but global footprint. These combinations were clearly designed

to create a local, national and international company designed to serve the

telecommunications needs of all customers wherever they may be located. The FCC

recently recognized the enormous national and international resources AT&T has

accumulated. In its Memorandum Opinion and Order approving the acquisition of

Teleport Communications Group, Inc. by AT&T, the FCC noted that: "AT&T is the

largest long distance and international carrier in the United States. In re Application of

Teleport Communications Group. Inc. and AT&T, Memorandum Opinion and Order

Docket, 9824 at para. 3. In that same order, the FCC described TCG as the nation's

largest competitive local exchange carrier that provides local service primarily over its

own local fiber optic facilities, broadband wireless capabilities and rights of way,

supplemented by the resale of others' local service that allows Teleport to operate in 83

markets in the United States including 29 of the largest 30. AT&TITCG Order at

Page 5.

8. AT&T promotes very heavily its local exchange services. For example, on its

Internet site (www.att.com).AT&T notes that, "By choosing AT&T as your local service

Page 6



provider, you give your business the convenience, reliability and competitive pricing that

only AT&T can provide. ... Click here to see why AT&T is the one local provider

equipped to help you expand your business -- through one single connection."

(www.att.com/local. reviewed Monday, November 2, 1998). (Emphasis added). On its

Web site, AT&T promotes its Digital Link service for bundled local services for AT&T

long distance customers, touting that this service is available in every state except

Alaska. (www.att.com/atCdigitaUinklavail.html. reviewed Monday, November 2, 1998).

It is particularly interesting to note that one service touted by AT&T is for AT&T business

local services which it described as, "stand-alone local service for long-distance AT&T

customers with multiple locations." (www.att.com/local/services. reviewed Monday,

November 2, 1998). On its Web site, AT&T touts this service as being a "full-featured,

stand-alone, switched local service designed for larger customers who already

subscribe to an AT&T long-distance calling plan (such as SON, OneNet, VTNS or

UniPlan) that aggregates usage from multiple locations." (www.att.com/local/services).

9. Astonishingly, Sprint, one of the competitor/opponents that filed one of the most

vigorous oppositions to this merger, attempts to suggest that no one can provide these

national and global services. Steven Signoff, the Vice President of Strategic Business

Development for Sprint, argues that, "Suppliers will generally not be able to offer sole

source arrangements for the largest users for some time to come, at least not [for] local

services across several geographic regions ..." (~Signoff affidavit at Para. 9). This

seems inconsistent with the affidavit of Gene Agee, the Director of Finance at Sprint

National Integrated Services, who swears that, "Sprint owns national long distance

networks today which provide voice and data services to both business and consumers
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over distinct and separate networks." (.s..ee Agee affidavit at Page 6). Mr. Agee

describes in detail the capabilities of Sprint's proposed ION network to serve local

customers. While Mr. Signoff may be correct as to the current capabilities of Sprint, he

simply ignores the enhanced capabilities of competitors such as MCl/WorldComl

MFS/Brooks/UUNET and AT&TITCGITCI/BT. Further, Mr. Signoff's affidavit completely

ignores the Global One partnership it has formed to deliver global services together with

Sprint's shareholders Deutsche Telekom and France Telecom. Ironically, the Yankee

Group, in its 1997 study, had this to say about Sprint: "It is hard to call Sprint anything

but a full-service provider." The Yankee Group goes on to describe the advantages

Sprint has over other IXCs. Included in these advantages are the fact that "Sprint has

the benefit of knowing how to operate local telephone companies," "that will allow Sprint

to bundle local services for large users more quickly and effectively than either AT&T or

MCL" (Yankee Group at Page 34). This experience was also cited as a reason why the

Yankee Group expected Sprint to "first focus on large businesses that have a significant

local and regional presence." (11'1.).

10. While AT&T and MCl/WoridCom have been rapidly accumulating substantial

assets to compete around the globe, Sprint has chosen not to. Sprint ignores these

market realities at its own risk. Customers can receive and are receiving one stop

capabilities from a number of companies who can offer local, national and international

capabilities on an integrated basis wherever those customers may be.
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The New sac is Committed to Implementing the National-Local Strategy

11. Despite the speculation of our competitors/opponents, SBC and Ameritech are fUlly

committed to the implementation of the National-Local Strategy. Indeed, the

implementation of this strategy is critical to the future success of SBC and Ameritech.

have described briefly above the enormous competitive pressures which we face in an

effort to serve large and mid-size business customers. These customers are critical to

the long term success of SBC and Ameritech.

12. The crucial nature of this strategy was described in detail to the Board of Directors

of SBC at the time the merger was presented for their approval. In approving this

merger, the Board approved the National-Local Strategy, approved the strategic

direction embodied in the National-Local Strategy and approved the efforts of

management to implement that strategy. We have described this strategy in detail in

our Public Interest Statement submitted to the FCC in this proceeding and in pre-filed

testimony submitted before the Illinois Commerce Commission as well as in various

filings submitted to the Securities and Exchange Commission. Mr. Edward E. Whitacre,

Chairman and CEO of SBC, has described this National-Local Strategy and its

importance to SBC, its customers, employees and shareholders in testimony submitted

before the Senate Judiciary Committee and an En Banc panel of this Commission.

SBC does not make these statements lightly. Those competitors/opponents who

question SBC's commitment to this policy are wrong.
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13. SSC and Ameritech have demonstrated the powerful economic incentives which

compel them to undertake the National-Local Strategy. I have described above in some

detail the competitive advantages accumulated by MCllWorldCom and AT&TITCGITCI,

and I have demonstrated the manner in which those companies are applying those

advantages in the marketplace. Those advantages have been acquired with the

consent and approval of this Commission. We do not begrudge these competitors'

success in accumulating the assets necessary to compete in this marketplace. But, we

do not believe -- as the FCC Chairman has recognized -- that it is the role of this

Commission to determine winners and losers; that should be done by customers with

this Commission ensuring that all competitors have an opportunity to compete in the

marketplace. Competitors will choose alternative strategies; BellSouth, for example,

appears so far to have chosen the strategy of proceeding largely alone, which is their

choice and they should be allowed to undertake that strategy. The combined

AT&TITCGITCI/BT and MCllWorldCom/MFS/Brooks/UUNET, and others, have chosen

a different course that they believe is good for customers, employees and shareholders.

This course should not be limited to a chosen few approved by this Commission.

Rather, this Commission should encourage, and support equally, efforts to bring

competitive alternatives to customers around the country and around the globe.

Customers Desire a Single Source of Telecommunications Services

14. Large business customers have, in the past, used multiple telecommunications

providers; this split has primarily been along technology lines. As an example,

customers have in the past selected separate providers to deliver voice, data, CPE,
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LAN, WAN and other solutions. These decisions have been driven by the providers'

perceived expertise in a service or technology area, breadth of product offerings (which

includes geographic scope), and relationships between the customers and the

providers. In the past, when multiple providers were selected to provide the same

technology, (Le., voice or long distance), large business customers typically utilized a

primary carrier for a majority of their long distance traffic and a secondary carrier for a

smaller percentage. The primary/secondary relationship is used for leverage during

contract negotiation, as a means to experiment with a secondary provider's service

offering and/or to meet the requirements of a niche business application.

15. As a number of customers who have submitted comments in these proceeding

have noted, due to the fractured nature of SSC and Ameritech's geographic coverage

and service offerings, we have been viewed only as "niche players." (see ,e.g."

Comments of Emerson Electric, Attachment 2, describing SSC and Ameritech as "niche

players" with neither one, standing alone, being of high impact to Emerson.) In light of

the rapid accumulation by our competitors/opponents of the capabilities to provide

integrated solutions to large business customers, on a much larger geographic base

than either SSC or Ameritech alone can serve, we must position ourselves to compete

for these large corporate customers, or risk significant customer attrition.

16. In order to have an opportunity to be considered along with our

competitor/opponents to serve these large corporate customers, we believe that

70-80% coverage of the customers' local and long distance expenditures is critical. It is

at this point that SSC can become a viable candidate for delivering telecommunications
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services as a primary carrier, as opposed to a niche carrier. This is true for the

following reasons:

Larger geographic coverage enables SBC to be considered for a higher

percentage of the customers' telecommunications services;

Broader geographic coverage allows a provider to develop and roll-out new

products and services more cost effectively;

- This broader geographic coverage results in a higher percentage of the

customers' telecommunications expenditures being considered in a consolidated

contract which recognizes the customers' total telecommunications purchasing power;

- Consolidated contracts based on revenue and term commitments result in SBC

being able to deliver reduced rates and value added service packages for the

customers; and

Larger geographic coverage by a telecommunications provider also results in the

customer having to make fewer contacts to accomplish ongoing move, add and change

activity throughout their nationwide organizations. This is a key, value-added

consideration for large business customers.

17. The FCC does not have to rely merely on the judgment of SBC and Ameritech in

determining whether these capabilities are important to customers. That this expanded

geographic coverage, and the ability to provide an integrated voice and data capability
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to large business customers, is highly valued by customers is directly supported in the

letters that customers have submitted in this proceeding directly addressing these

points. For example, Edward Jones, a nationwide brokerage firm, has indicated a

strong preference to reduce the number of vendors with whom it contracts and a strong

preference for dealing with telecommunications providers with a "similar scope" to its

national presence. (.s..ee Attachment 3). Levi Strauss has indicated that: "it is important

that our telecommunications providers be national, or preferably, global, providers of

service. The SSC National-Local Strategy makes the post-merger SSC/Ameritech such

a provider and creates a new, significant competitor that Levi's can consider."

(Attachment 4).

18. Ultramar Diamond Shamrock indicates that, "We believe we receive significant

value from working with a telecommunications company that can satisfy most or all of

our telecommunications needs. This type of relationship gives us volume discounts,

network compatibility, and focused accountability. To date, we have not considered

SSC as a potential provider of services to all of our locations." (Attachment 5). Ultramar

Diamond Shamrock goes on to note however that, "[w]ith this (the National-Local

Strategy) significant amount of coverage, we will~ be able to consider SSC as a

candidate to be our strategic source of telecommunications services." (J.d.)(emphasis

added). This letter goes on to note that they will benefit directly from the merger stating

that: "It will mean there is one more major telecommunications company to compete for

our business." (J.d.).
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19. Similarly, Commonwealth Edison wants to deal with suppliers "who can serve us

anywhere," noting that this merger creates such an alternative. (Attachment 6). This

letter goes on to note that the merger will give the combined SBC/Ameritech the "size

and strength it needs to compete against large national players and therefore continue

to be a strong, strategic partner with CornEd." (l.d..). Similar conclusions were reached

by Allegiance, which noted that it would benefit "by reducing the number of

telecommunications providers that we must deal with on a local, national and global

basis." (Attachment 7). BANK ONE said that the merger gives the combined company

the size and strength to compete and better positions it to serve "BANK ONE's

expanding footprint" (Attachment 8) and Huntington Banks said that the combined reach

created by the National-Local Strategy would result in that company being more inclined

to view SBC/Ameritech as a "truly national strategic partner." (Attachment 9). All of

these customers concur that this merger creates another opportunity for customers to

get what they want -- one source of service wherever they may have locations.

20. While some competitors/opponents question SBC's assertions that it was not

considered by large business customers for national services, and had not been

successful in bidding for large contracts from these customers, the facts belie those

concerns. The customers cited above clearly demonstrate that the National-Local

Strategy enhances the new SBC's capabilities to compete for customers. Their

comments demonstrate that, absent this merger, SBC's ability to compete for these

customers would be significantly limited. Shell Oil, one of SBC's largest customers, is

even more explicit in describing its concerns. While noting that Shell has relied on SBC

to provide domestic telecommunications products and services since 1965, Shell points
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out that these services have been limited to where SSC's operates as an incumbent

local exchange carrier. In fact, Shell notes that, "Despite the partnership approach Shell

and SSC have adopted, there are important telecommunications needs of the company,

which SSC today is unable to satisfy. For example, Shell did not even consider SSC in

its most recent solicitation of bids to provide Shell's long distance, voice and data

service because of SSC's inability to provide service in certain areas of the United

States." (Attachment 10)(emphasis added). Shell goes to emphatically describe the

benefits it will receive from this merger. Shell specifically points out: (i) that, following

the merger, the combined SSC/Ameritech "will be able to meet over 70-80% of Shell's

telecommunications expenditures," (ii) that a "carrier's ability to provide all or a

substantial bundle of services to the company is highly valued by Shell," and (iii) that the

merger with Ameritech combined with the National-Local Strategy will make SSC the

kind of national and global carrier that Shell looks to when purchasing

telecommunications services. (ld.).

sec is Actively preparing to Implement the National-Local Strategy

21. Some of the competitors/opponents of this merger have questioned the

commitment of sse and Ameritech to this strategy, pointing to references in my original

affidavit to the fact that we are continuing to evaluate the National-Local Strategy. (.s..e.e,

.e.g., AT&T at 36). Their concerns are simply misplaced. What sse has been doing is

further evaluating Jmw to implement the National-Local Strategy, not whether to do so.

sse is actively evaluating this strategy to improve it and to ensure that the

implementation of the strategy can begin as quickly after the closing of this merger as is
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humanly possible. Indeed, speed of implementation is one of the primary issues we are

considering. Frankly, as we have expanded the scope of the management personnel

involved in the planning for this strategy, it has become quite clear to SSC that our initial

rollout plans were too slow. We originally planned to have entered each of these 30

new markets within three years of the closing of the merger. Our marketing personnel

are convinced that such a rollout is too slow. This is particularly true in light of the

current capabilities of MCllWorldCom and AT&T, described above, and is borne out by

the comments of customers who have made it clear that they want to deal with

someone who has national capabilities. It is quite clear that these companies want to

deal with a provider that has national capabilities now and that a mere promise to be

national some time in the near future is not adequate in light of our competitors' current

capabilities to provide those services.

22. As a result of this reevaluation, we now anticipate that the time needed for entry

into these markets will need to be reduced. Our current plan contemplates placing

facilities in most of these 30 markets within a year and a half after the closing of this

transaction. Moreover, sse will begin to make actual investments in these out-of­

region markets as soon as this merger closes. We must have this capability in order to

be competitive.

23. In addition, we are actively reviewing the markets into which we propose to enter

and the order in which we propose to enter them. Again, customer demands are driving

this consideration. I anticipate that the order in which we enter markets might be altered

from our original plan and that additional markets will need to be added to this list. As
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we dive more deeply into this strategy, we find that while the initial 30 markets is a great

start for most customers, it does not provide the reach we will ultimately need. This, of

course, is borne out by AT&T'sITCG's presence as a local exchange provider in over

100 markets and the capabilities and national footprint of other competitors such as

MCllWoridCom.

24. In addition to dedicating substantial market research resources to this endeavor,

SSC has begun to accumulate the initial management team which will be involved in the

implementation of this National-Local Strategy. We have recently announced the

appointment of Mr. Stephen Carter as the senior executive in charge of the

implementation of the National-Local Strategy. (~Attachment 11). Mr. Carter is a

highly experienced telecommunications executive who is well qualified to lead this

effort. He has been involved in competitive telecommunications related ventures in the

U.K. and the United States and has most recently been the President-Special Markets

for SSC Telecommunications. In that position, Mr. Carter was responsible for serving

wholesale customers, including negotiating interconnection agreements, throughout the

SSC region. Mr. Carter not only understands the competitive marketplace but

understands the 1996 Telecommunications Act and, in particular, its requirements

relating to resale, unbundling and interconnection. That experience will be invaluable

as SSC moves into 30 markets around the country as a CLEC.

25. Mr. Carter is supported by senior marketing and network executives. We have also

appointed one of our most senior state regulatory lawyers to direct the regulation and

legal activities of this team. In addition to undertaking initial marketing and network
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planning activities. this team is also actively preparing to seek state certification in those

states where such applications are necessary. These applications will be conditioned

on the closing of the SBC/Ameritech merger. In addition, we are considering how we

can utilize existing state certifications and interconnection agreements held by SBC and

Ameritech to quickly enter certain states. For example. each of SBC and Ameritech has

statewide local exchange certificates for New York. While SBC resold service pursuant

to Bell Atlantic's resale tariffs, Ameritech has an interconnection agreement with Bell

Atlantic. The activities Mr. Carter and his team are actively pursuing in anticipation of

regulatory approval include the following:

• Organize. incorporate and register our out-of-region company

• Complete our analysis of out-of-region regulatory requirements

• Identify and prepare to meet state and/or municipal certification, franchise and
registration requirements

• Identify and analyze existing interconnection agreements in out-of-region markets

• Plan and begin interconnection negotiations

• Begin a staged filing plan for state certification

• Finalize our market area priority

• Identify and negotiate necessary right-of-way for facilities

• Develop an appropriate trade name and brands

• Obtain any needed trademark, trade name or service mark protections

• File, as necessary, to register "dba" trade names or fictitious names

• Develop draft tariffs or price lists
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• Negotiate with switch and equipment vendors for a ready supply of equipment and
facilities

• Obtain necessary company code and number resources for facilities-based service

• Finalize network design

• Establish necessary billing, provisioning and customer care systems

SBC·s National-Local Strategy is a Viable. Well Reasoned Business plan

26. In my original affidavit in this proceeding, I described in detail the process by which

the National-Local Strategy had evolved to its current state. As I have discussed above,

this strategy is continuing to be revised to reflect rapidly-changing market conditions

and customer demands. While this strategy continues to evolve, it is a viable strategy

which can only be implemented successfUlly by the combined sse and Ameritech upon

completion of this merger. It is disingenuous at best for our competitors/opponents to

feign concern that this strategy will fail. In reality, their concerns are directed toward the

creation of a strong national and global competitor.

27. Some competitors/opponents have taken inconsistent positions regarding the

''follow the customer" strategy. Sprint, through the affidavit of Steve Signoff, seems to

suggest that customer relationships don't matter, while AT&T at least acknowledges that

you can build upon those relationships. sse and Ameritech, and all of their advisors

and experts, believe following large and mid-size corporate customers, and attempting

to build upon existing business relationships, presents a viable and rational mode of

entering local exchange markets out-of-region. As shown by the customer support

letters described in detail above, there is a large segment of customers who are anxious
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for the opportunity to deal with an expanded sse for all their telecommunications

needs.

28. By using large corporate customers as "anchor tenants," SBC will also have the

opportunity economically to serve small business and residential customers in each of

the markets we will enter. Attempts to serve these customers will be largely incremental

-- particularly in the early years of roll-out efforts to serve large and mid-size corporate

customers. This expansion strategy can build upon existing fiber networks

supplemented by fiber which SBC anticipates constructing in these markets rapidly and

efficiently to serve the large and mid-size corporate customers which we will follow, as

well as large and mid-sized corporate customers who are in the markets we will enter

but with whom we currently have no relationship. Attachments 12 and 13 contain a

series of maps depicting how local exchange entry might occur in Washington, D.C. and

Tampa, Florida, respectively. Depicted on these attachments are the locations, in those

cities, of regional offices of Fortune 500 companies that are headquartered in the

SBC/Ameritech region. In addition, these maps show the regional offices of Fortune

500 companies which are headquartered outside of the SBC/Ameritech region. We

have depicted existing fiber routes in these markets (although this is not by any means

an exhaustive depiction of existing fiber), existing CLEC and ILEC switches, and a

representative manner by which existing fiber rings could be expanded through targeted

construction of SSC-owned fiber. It is clear from these attachments that the customers

which we propose to follow can be economically served as we have described. Their

facilities are close to existing fiber rings and, for those who are not, targeted expansion

Page 20



of fiber can reach large blocks of these customers.

29. What is also clear from these attachments is that sac can efficiently and

economically serve a large proportion of the residential customers in these markets.

Our strategy is to offer packages of local exchange, long distance and other features

that are attractive to consumers who are high users of telecommunications services. It

is important to note that the high users of telecom services cross all socio-economic

groups and income bands. Chart 1 below is a depiction of SwaT's average total billed

revenue ranges by income groups.

Chart 1

THE sac NATIONAL-LOCAL STRATEGY

Consumer Segment

SWBT Average Total Billed Revenue Range51

Income Group

Under $15,000
$15,000 - $24,999
$25,000 - $34,999

$35,000 - $49,999
$50,000· $74,999
$75,000 - $99,999

$100,000· $119,999
$120,000· $149,999
$150,000 and Over

Avg. Mo. Bill
$48.36 and yp

15.90/.
17.10/.
1U%.
17.7%

18.30/.
17.8%
1U%
18.2%

18.90/.
20.30/.
~
20.3%

Percent of
Total Pop.

7.1%
16.6%
~
48.70/.

25.00/.
17.80/.
~

48.00/.

1.7%
1.00/.
~
3.20/.

'Derived from telephone surveys.

30. It is critical to note that customers whose bills average $48.36 per month and up are

equally distributed across all of the income groups surveyed. For example, 17.7% of

the customers who have annual income of less than $35,000 per year spend in excess
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of $48.36 per month on telecommunications services. The percentage of those

customers whose income is between $35,000 - $100,000 is 18.2% and the percentage

for customers whose income is over $100,000 is 20.3%. These are remarkably similar

percentages of the customer base. It is also important to note that 48.7% percent of the

total population earns less than $35,000. As a result, it is obvious that a large

proportion of the customers whom SSC hopes to, and can serve profitably, earn

incomes of less than $35,0000.

31. These figures are also reflected on the maps contained at Attachments 12 and 13.

We have depicted on these maps the bottom 25% of the area zip codes by household

incomes (which is a good barometer for the below $35,000 income group noted in Chart

1, above) and the top 25% of the area codes in these markets in the percent of non­

white population. It is abundantly clear to SSC that we can efficiently and profitably

serve a large portion of the residential customers on an incremental basis to the follow

the customer strategy. Not only do we believe this strategy is in our shareholders' best

interest, but serving residential customers has substantial public policy benefits. SSC is

the only company that has indicated that it will serve residential customers out-of-region

and has demonstrated through my original affidavit and the information described above

that we can efficiently serve substantial portions of the residential market.
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sac Would Not Undertake this Strategy Alone

32. Some competitors/opponents have suggested that sse should simply implement

the National-Local Strategy on a smaller scale on its own. For example, in the

Declaration of Stanley M. Besen, Padmanabhan Srinagesh and John R. Woodbury (the

"Besen Declaration"), economists hired by Sprint, challenge the need to have multiple

switches in each market and note that: "Each firm could deploy fewer switches if they

entered the market separately and obtained fewer customers." (~Besen Declaration

at Page 12). Setting aside the proposition that any business should operate in order to

have fewer customers -- a proposition that SBe rejects -- this is inconsistent with the

idea of ensuring network reliability through redundancy and the need to serve as many

customers as possible in order to spread fixed costs over a larger customer base.

Indeed, Gene Agee, the Director of Finance for Sprint's national integrated services,

describes in detail the high-fixed and semi-fixed cost nature of the telecommunications

business and notes that fixed-cost firms benefit from increased utilization. (~Agee

Declaration at Page 3). Mr. Agee gives examples of fixed costs including switches,

software, ATM switches, billing systems, OSS, paired and redundant network control

facilities and other items. Mr. Agee correctly notes that a company that has a relatively

small scale and scope, has a much higher per unit cost for these fixed and semi-fixed

cost functions than a company with a larger scale and scope. (Agee Declaration at

Page 6). Mr. Agee concludes that these cost differences translate into real price/cost

differences in the marketplace.
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33. The need to be in as many markets as possible to compete with MCllWorldGom

and AT&T and to serve the needs of our customers is, in and of itself, substantial and

adequate justification for the broad-based entry contemplated by SSG. The fixed cost

nature of telecommunications service is by itself a substantial verification that SSC will

have tremendous incentive to serve residential customers in order to increase the

utilization of the assets placed in the markets. As shown in Chart 1, above, that

incentive translates to a real incentive to serve residential customers at all income and

socio-economic levels which has real benefits to consumers, our shareholders, our

employees and the competitive nature of markets in general. While neither SSC nor

Ameritech alone will or could rationally undertake such a broad expansion out-of-region,

combined we not only can do so, we must do so. The National-Local Strategy is real,

realistic, viable and essential to the combined SSC's future success. The National­

Local Strategy will be implemented by SSC.

sec Has Opened Its Local Exchange Markets To Competition

34. In another effort to frustrate SSG's effort to compete in the market,

competitors/opponents have repeatedly questioned the efforts of SSC to open its

markets to competition. MGllWorldCom suggests that SSG has frustrated competitors

in their market opening initiatives. This is what MCllWorldCom tells this Commission

and other regulators. What do they tell their customers? Do they tell them they cannot

serve their customers needs everywhere? Do they tell the customers that they cannot

provide local exchange services to those customers or in our markets? Does their 12

page Wall Street Journal advertisement say they can serve the customers' local needs
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everywhere except where SSC is an incumbent local exchange carrier? No. In MCl's

own words, "While other communications companies are talking about building a

seamless network, or planning to build one, or conjuring images of building one, MCI

WorldCom's network is here today. The only local-to-global network in the world." (See

Attachment 1 at Page 2).

35. This is not all that MCllWorldCom says about local markets. As shown in

Attachment 1, MCllWorldCom states that, "It's said that all business is local, and that's

where all of MCllWorldCom's network begins. We've built local facilities in over 90

markets in the U.S. and Europe. We can handle more than half of American business'

local calling needs in the US alone (That's more than anyone else.)" (kt.).

MCllWorldCom notes that, "Further, the artificial communication boundaries of

yesterday's networks no longer exist on our network. So all of your local services are

now combined with your other services for greater volume discounts." (l,d.). Unless

MCllWorldCom is misleading its customers, it is acknowledging that it can compete with

SSC and Ameritech in our territories, as it provides local, national and international

services.

36. Sprint is equally inconsistent between what it tells regulators versus what it tells its

customers. Sprint has acknowledged in its affidavits that it has nationwide advertising.

Sprint is one of the largest local exchange carriers in the country. Where it is to its

advantage to claim that our markets are not open, it does so. It then, in its own

affidavits, provides evidence to the contrary. Sprint begins its discussion by claiming

that entry barriers are high and that competitors cannot enter SSC's markets. Later,
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however, when it is attempting to make a different point about SSC's business plans

and strategies, Mr. Signoff, the Vice President - Strategic Business Development for

Sprint states that: "We have witnessed the success of new entrants into both local and

long distance services; many of these firms were initially start-up companies. II (~

Signoff affidavit at Page 12). Later, Mr. Signoff notes that buyers - including large,

sophisticated purchasers -- are actively providing new entrants with business, noting

that "If this were not the case, then we would not be witnessing the tremendous growth

for resellers and smaller facilities-based firms." (ki.){emphasis added).

37. While our competitors/opponents' own statements demonstrate that SBC's and

Ameritech's markets are open, SBC provided substantial information in our Applications

and the accompanying Public Interest Statement that also demonstrates that fact. (~

Affidavit of Stephen Carter, attached to the Public Interest Statement). SBC's efforts to

open its markets have not stopped. Attachment 14 to this reply affidavit is SBC's

October 1988 status report on our market opening initiatives. This attachment

demonstrates that CLECs have obtained a minimum of 1.2 million to 1.86 million resold

and facilities-based lines in SBC's states. This is why MCllWorldCom can run the

advertisements they run. SBC has signed over 390 interconnection agreements with

local wholesale customers and 286 of these agreements have been approved by state

PUCs. Two hundred sixty-four (264) CLECs are operational and have passed local

orders to SBC. We have provided more than 438,000 trunks to CLECs which combined

have a call carrying capacity of 4.3 million lines, and it is estimated that each of these

trunks supports at least 2.75 CLEC lines. More than 17.2 billion minutes of local and

Internet traffic have been exchanged between SBC and CLEC network. SBC has been
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providing unbundled elements and interconnection at forward looking costs approved by

its state PUCs for some time. SBC has complied and continues to comply with Section

251 of the Telecommunications Act of 1996. Competitors have captured over half of the

new high capacity dedicated services and data service business and nearly half the

intraLATA toll business at SBC's regions. Our markets are open and our competitors

are offering services to customers everyday. (~Attachment 14).

38. SBC has continued to make great strides in working with the state PUCs to further

market opening. On July 30, 1998 the Texas PUC staff, CLEC representatives, and

SWBT began a collaborative process, scheduling 18 sessions and 9 follow-up sessions.

Fifty days were committed to preparation for and attendance at these collaborative

sessions with six to twenty SWBT employees attending each session. SWBT staff

spent approximately 6,000 hours preparing for and attending these sessions. The PUC

staff requested follow-up to an additional 100 items requiring an estimated 400 to 600

hours of research. During the collaborative process in Texas, SWBT has made

numerous concessions including putting forward a Comprehensive Interconnection

Proposal (CIP) which adopts all of the Texas arbitration results reached as of July 1,

1998. The CIP is designated to be available on SWBT's Internet site where it can

merely be printed, signed by the CLEe, and sent to SWBT for signature and filing.

Also, in connection with this collaborative process, SWBT has increased by 50% its

performance measurements data and has also proposed a common cage solution for

collocation.
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The National-Local Strategy Is Difficult And Expensive To Implement And

Creates Substantial Risk For Our Shareholders

39. As I noted in my original Affidavit, this merger is not necessary to obtain the ability

to raise the $2.5 billion in capital required to implement the National-Local Strategy.

Any competitor/opponent who suggests that this is the basis for our merger is at best

wrong and at worst intentionally attempting to mislead this Commission. Either SSC or

Ameritech could raise $2.5 billion in capital. That is not the issue, and we have never

said that it is the issue.

40. The areas of concern which are alleviated by this merger are the expansion of the

existing customer base which can be "followed" by SSC and Ameritech to serve as

anchor tenants to increase the likelihood of success of this merger; the critical need for

enhanced management talent and expertise necessary to effectively implement this

strategy, and the creation of the necessary scale, scope and geographic coverage

necessary to be competitive and successful.

41. Employees are one of our primary concerns. Implementation of the National-Local

Strategy requires more than 8,000 out-of-region employees by the end of the 10 year

period covered by our business plan. In light of the fact that our current revisions to the

business plan contemplate expediting the rollout of this strategy, it is likely that those

employees will be needed more quickly than originally contemplated. While a large

percentage of these employees will be hired from outside of the company, experienced

management is critical. This is made even more critical by the geographic dispersion of

Page 28



these employees in 30 markets where we now have no local exchange employees,

networks, customers or other assets. We will, in essence, be starting a business from

scratch in the 30 markets. In order to do so we must have experienced management

and a well-developed hiring and training process to ensure that these employees are

capable of providing the high quality service that SBC and Ameritech provide to their

current customers today and which all customers demand.

42. In fact, in his initial Affidavit filed in support of the transfer of control Applications,

Dr. Dennis W. Carlton described in detail the magnitude of the managerial resources

required to undertake the out-of-region project. As he indicated in Table II of his initial

affidavit, if SSC alone were to undertake this strategy, it would require 16% of SSC's

current managers. If Ameritech alone undertook a comparable strategy it would 36% of

its existing managers. On a combined basis, however, it would require only 8% of our

existing management talent. Our entry is incredibly complex and grows more complex

by the day. Hiring and retaining qualified, experienced managers is difficult. It is

critical, however, that we undertake this strategy; the merger facilitates this capability.

The magnitude of the need to hire employees is further demonstrated by a comparison

to some of the largest CLECs who have been operating for many years. According to

the 1998 Annual Report on Local Telecommunications Competition, issued by New

Paradigm Resources Group, Inc., Brooks Fiber, which was founded in 1993, had only

1,605 employees at the end of 1997. This same report indicates that MFS which was

founded in 1987, had only 3,900 employees by the end of 1997. Teleport

Communications Group which was founded in 1983 had only 3,050 employees at the
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end of 1997. These comparisons demonstrate both the breadth and depth of the entry

contemplated by SBe and the tremendous demand for experienced and qualified

employees including management talent. Absent this merger, SBe would not be

capable of supporting these requirements.

Neither SBC Nor Ameritech Woyld Undertake The National-Local Strategy

On Its Own

43. Some competitors/opponents have questioned why this strategy cannot be

implemented by SBe or Ameritech on a standalone basis. Ironically, two of the most

vocal competitors/opponents are MCllWoridCom and AT&T, each of which have

undertaken and are continuing to undertake substantial efforts via mergers and joint

ventures to achieve even larger economies of scale and scope that SBe has indicated

are essential to implement this strategy. Moreover, neither SBe nor Ameritech alone

have the assets and resources necessary to allow them to undertake this strategy.

Neither SBC Nor Ameritech Alone Could Incur The Earnings Dilytion Caysed

By A National-Local Strategy

44. I described in detail in my original Affidavit the risk inherent in and the expenses

associated with the implementation of this National-Local Strategy. As Jack Grubman,

the Salomon Brothers analyst, has indicated in an affidavit attached to these reply

comments, independent entry into 30 or more out-of-region markets by SBe would be

viewed in a highly negative manner by its shareholders, and the investment community
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in general, due to the dilutive effects such an action would have on SSC's earnings.

While some commentators (Texas Office of Public Utility Counsel) and

competitors/opponents (Sprint) question the assertion that SSC is measured on current

earnings and CLECs are measured on future growth prospects, those claims are simply

wrong. Mr. Grubman, one of the most well known analysts in the telecommunications

industry, has repeatedly stated that such a dilution would be viewed quite negatively by

SSC's shareholders. Mr. Grubman has further explained his analysis in his Reply

Affidavit attached to these reply comments.
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Conclusion

45. The merger of SSC and Ameritech is in the public interest. This merger, and the

National-Local Strategy which it enables, advances the goals of the

Telecommunications Act of 1996, ensures that broad facilities-based competition is

available to large business customer~, .mid-sized and small business customers, and

residential users of telecommunications services. sse will continue to open its markets

in-region and will facilitate the opening of market initiatives out-of-region. The result of

this merger and the National-Local Strategy will be a dramatically more competitive

market across all segments of the market which might not occur at all and certainly

would not occur as quickly without the merger and without the National-Local Strategy.

The customers should chose winners and losers -- not the FCC. The FCC has blessed

the activities of a number of competitors to obtain the same national and international

capabilities as SSC and Ameritech seek to facilitate through this merger. The FCC

should approve this merger and let the market and the consumers determine who will

win in a competitive telecommunications environment.

~(JlW?
James S. Kahan

...

Subscribed and sworn to before me this®ay of November, 1998.

• u ..... - '-.

VALERIE H. JAMES
NOTARY PUBLIC

State of Texas
Comm. Exp. 10-09-99
$,; >'U.b,
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On-net. Two tiny words that are certain
to have a tremendous impact on your
business. In fact, they'll simply change
the way business is done. Worldwide.
On-net'is more than just one product.
It's a series of products and services.
All of which can be tailored to your
specific needs. With Mel WorldCorn
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One network. One carrier. One c(

On-Net, you get one connection for
everything. Instead of separate lines for
local, long distance, international voice
and data, there's one network, one
contract and one company to take full
responsibility. Somewhere a choir of
angels is singing. No matter how much
voice and data your compan:' has to
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ract. One very happy IT manager.

pump out, MCI WorldCom On-Net can
get it there. To one location or one
thousand. Instantly. All through our
wholly o"-''11ed global network. Which
means we can monitor it every step of
the way. Locallv. Nationallv. Globally.
No ha~ldoffg t~ other ca~riers. O~e
network. One contract. One company~

Nothing could be simpler. Or more
cost-efficient. Happy?

~ --

Mel WORLDCOM
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thri\'t:~ in rinH~ that dt"ffiand cremi\i~".

F a\'or Uti: company \"jUl a customer.. '

(Iriven nttitudc.

Patricia Zimmerman
Service Installation"Manager

st. louis, MO

Suzanne Stidham
Customer Servlce/EScalations Manage.

Tulsa, OK

8

Marion Sterling
Branch Manager, Global Accounts

~PacIlIc

'-------------------------------- ----_.....



the world. It has people all over the world.

Maribel Schnuer
Global service Consultant

South America

Chris Cruz
National Account Mmmger

Boca Raton. FL

Robert Douglas
Operations Support Manager

Mclean, VA

Maureen Abele
Global Service Consultant

North America

Toya Davidson
Software Project Engineer

Atlanta, GA
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"Give me a fulcrum,. and I can move the world."
-Archim~des, 260 B.C.

"Get me on-net, and·1will move the world."
-A businessman, 1998 A.D.

."""

Let us hail the coming of a ne'" ern in
teleeommunications. The Telecosmic Era.

An era of bandwidth abundance. blasted

free of the copper cages and regulatory

blight of the global bureaucratels.

It is a time of competition. Bnt not merely

the old style of competition in the highly

taxed and carefully tariffed vending of com­

modity services that are alrearly widely

available, such as phone calls and faxes.

cahle TV and broadcas~ radio. Instead. we
will have an ernorescencc of new services.

springing from thc cornucopian reaches of

the World \Virle Weh-a telephony of high

resollllion video. an interactive television

,vith millions of channels.

The Big Bang

Springing from thc big bang of digital
e1ectronks and photonics, the telecosm
flings the world away from you at red-shift
Doppler speeds. rr you can see it, it's already

gone. The orientation for successful business

in a new era is five years ahead-and you

won't get there by problem solving. You
solve problems, such as "competition in the

local loop~ and "long distance telephony~

and you end up deep in the past, at status quo

ante, or AT&T. In the telecosm, the entrepre­

neurial imperative is to pursue opportunities.

The key opportumttes emerge from a
transformation of the calculus of abundances

and scarcities that define the era. M~king

the era just passed was abundant power,

abundant transistors and microchip silicon

real estate, and scarce band,,·idth. Marking

.the new era is scarce power eked from
batteries on mobile devices, satellites and

undersea cables, together with scarce silicon

in single-chip mobile devices, and abundant
bandwidth. Marking the old ern were complex

networks and dumb phones and TVs.

Marking the ne,,· era will be relath·e1y dumb

hroadhand optical net"'orks with more

capacity in e"ery fiher thread than the old

networks commanded in all their global

reach. These vast broadband avenues of the

telecosm, wired and wireless, ,,·ilI link to

tiny mobile tenninals ,,~th more intelligence

than an en.tire central switching office of the
old telephone networks.

say Goodbye to the
Phone Company

In the new era, bandwidth will advance

some three times as rapidly as compnter

technology. It is an era when ·even comput­

ers will be measured in the gigahertz

(billions of cycles per second) of

microwaves. Cordon Moore's famous law­

the 18-month doubling of chip densities­

will shrink to relative insignificance before

the tsunami rush of communications power

that began in 1995, when MCI was the first

communications company to break the 10

gigabit per second speed barrier with the
first commercially deployed OC-192 fiber
system. It was the first step toward the all­

optical network that WoridCom and MCI will

be building over the next decade. Allowing

messages to travel from origin to destination

entirely on wings of light, the all~optical

network is a new kind of integrated circuit.

lust as the integrated circuit of the last em

enabled the creation of an entire computer

10

system on a single sliver of silicon (sand) so
the integrated circuit of the new era.will

enable creation of an entire communications

system on a seamless seine of silica (glass).

. It is an era when the copper cages of the

telephone companies-all 43 million tons­

give way to crystal cathedrals of fiber optics

and the iridescent air of the spectrum.

Your Opportunity:
Rising Wealth

With one fiber thread now capable of con­

taining three times the total traffic on the

entire global telecom network three years

;go, bandwidth is the new spearhead. Most

powerfully wielding the spear ".i11 be MCI

WorldCom. This new company is poised to

usher in a revolution in broadband global

telecommunications. Starting no'" as the
leader in cross-Atlantic lP fax and Internet
phones, the company will expand to global
IP business services, video conrerencing,

and an array of new services yet to he

unveiled.

Customers Getting What They
. Want Most: Time

In economics-"lhe dismal science"-just

as crucial as the bounties of abundance are

the disciplines of sc.'lrcily, the defining lim­

its. The defining scareily or the tdecosm is

ultimately time. Time measured by the

speed of light and the span of life. S~ecessful

companies use the technologies of the speed
of light to extend the effective span of life

by increasing efficiency in the use of time.



(n hllsines~ 1(·rIlI:'. Iif.· :,pan U'illlslaws most

sharply as 11:1" l'lI~IOllH'r':-o tinH', Ttl{' (·1tsrrnrWr

i:-i sn,·(~n·i:.::!'l ;1t1l1 111' kno\\':oi ,,"11M hi' Wo'Hll.";:.

It is nO! your I'fodllf'l-h j ... llUII'.

I ne Key torce in saving
time today is the Internet, and

the most innovative force on the
Internet backbone is

MCI WorldCom.

In emp()\\"eritl~ <:w.. tnrncrs. t he new era of

tel{"..n)lnm!lnif·nlion~ ca~I:':!. ~h:ldn\\: ovcr the

entire esrablis!Wf[ inrorr:wfl(H! (~cnnl)t1IY

Just .as tlH~ light sJH~t'd limit npens lar"~e

npportunillC'?' for cnmp:wit':' :"I:ppl~·in~ new

netwClrk l'On1tnllt1ieuriorls ':OI_lOlo~i(~s, ....0 tile

life span liftl!! 0PI'IlS large opporl \tnil j(~s: for

companicsl.htll: foeu5 on :;a,"ing th~ cl1~ton)l~r':-,

lime. The key ferrct' in ;a\'ing time today is

the Internet, alld the tIlo'l innovati"e force
on the Internet backbonf' is :\ICI WOrlclCOIll.

Isaac Newton's determinist dn...,ce and static

universe yielded an industrial re\"Ollltion.

hosed on the mO"ement and tr:msfonnation

A<M!rlisi:1gSt.~ To The _&.reel Journal

of matter from the outside and an intellectual

revolution based on a calculus of material

solidi!)'. Quantum theory stripped the veils

of solidie-' from the things of the world.

From the emptied wombs of quantum matter

emerged the microchip and Moore's Law.

From the constraints of the speed of light

and the quantum laser transpires

the lelecosm.

Light shines ne,,'ly as a constraint

bccausc until the lasl five years light speed

was an abundance-thc ultimate velocity

underlying the speed of computer and

communications devices. Now light speed

looms up as abnlptly as a barrier as it did

in physics III the bcginning of the century.

.lust as light speed limit forced Einstein to

rr.ron~ti1l11r. th~ entire Cartesian t:imt~~spac«~

grid of c:Iassic1.1 physics. the light spc"d

limit today i, compelling Ihe reconstitution

of the timf'-space grid of infomllltion tech­

nology and tclecornJnunicatiolts.

With the arrival of Mel \VorldCom.

customer" \\'ill ultimately Sf''' nf'\\· all-optical

nctworb that ",duee delay by csr:hcwin.!!

cirellil switehes, electronic amplifiers and

0Pl.oc~h~r1rnnit' t.:OTl\,ertors. Based on \"a\"{~·

hm~th divi~ion lnuhipic~xjn~ of cO:(Ir~ of

light across asynchronous network~ tllnt do

not require a conSllml dock. optics can

',xceerl the bandwidth aud the bit-error

performancf' of copper wires by a. milch as

10 orders of magnitude. 1'en orders of tfla~­

nitude-a multiple of ten billion-is a
revolution in tcleeomnnmicntions.

fly making band,,'idth abundant, and

telecommunicntions increasingly cost-efff'c­

ti\'e. the new cra radically changes til<'

{'"\';romnent of all infomlUtion imlustrie,.

In all eras, companit'_~ teud to pre\'ail by

maximizing the use of the cheapest

resources. In the age of the telccosrn. thcy

will use the hugc intrinsic. bandwidt h of

fiber (all 25,000 gigahertz· or more) 10

supplant the hundreds of billions of dollars

worth of switches. bridges, rOUTers,

con vertors~ codecs~ compressors~ error­

correctors, and other de~'iccs, together -.-,jth

the trillions of lines of software code that

pervade the intelligent switching fahric of
both telephone and computer networks.

The makers of all this equipment will

resist mightily, But the old regime ca~not

.prevail oy fighting cheap and simple optics

with cosdy and complex ·e1eetronics and

software. The all-optical .net"Work ",-ill
triumph in the future for the same reason

the integrated circuit triumphed: it will be

incomparably cheaper than the competition.

Today, measured by the admittedly rough

1.1

metric of M1PS per dollar, a personal

. computer is more than 5,000 times more

cost-C£fective:than a mainframe. \\-Ithin ten

years. t~e all-optical network "'ill be

millions or times more cost-erfcetivc than

electronic networks. Just as the electron

rules in computers, the photon will rule thc

\\'a\'es of communication.

The all-optical technology of the new

telecommunications era \\'ill put relentless

pressure on all other communications

systems. E"ery competing system will need

to adapt to its cost structure. In the end,

almost all electronic communications will
go through the ,,'ringer and emerge in glass.

The Next 12 Years

During the first mil years of the next

""nnlt"\". high-n,,,olmion nm-pand displays

will becom~ as natural a part of thc indoor

environment as windows. 1'\e,,· Yorkers ,,-ill
be "hi" to look out on a vista in Venic~ or

Vail a' rcadily as on a scene in Soho. Fiber

will reunite faTllili~s to share anniversarit'$

at "'ill or ,,"him. A \"hiwhoilrd nt the

Snrhotlll(' or Cnlwell will bf' as nearby as the

hlar:khoard a1 yutlr local high schooL

Geography will collapse into mazes of

microchips and reemerge in the luminosity

of ,,,"oridwid(· \\"eh~ of gia:.;~ and light. And

around th~s" networks all business will be:

rt."Orgnnized to cxnh as tlll~iT prime purpose

and fw<siot: thc cnhancement of th~

customer",,:, time.

-By George Gilder

Author, "Wealth and Poverty," "The Spirit

of Enterprise," "Life After Television," and

the forthcoming "Telecosm."

-----"
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EMERSON ELECTRIC CO.
8000 W. FLORISSANT

P. O. BOX 0\100

ST. LOUIS. MO 03138-8508

G. NICHOLS SIMONDS
Vlca Pl'lESIDaNT AND CHIP INFOR.....TION OFFIC~

(31.) 553-1.70

September 21, 1998 .

MipUe Roman Salas
CommiMion Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, DC 20554

RE: Comments for CC Docket No. 98-141

Dear Ms:. Salas:

DOacErFILE COPY0AIGIw.

On behalf of Emerson Electric Company and pursuant to Section 1.419(b) of the Commission's
Rules, I would like to submit these comments to convey Emerson's support of the pencting
application of SBC Communications Inc. and Ameritech Corporation for transfer of control of
licenses and authorization from Ameritech to SBC.

General Cbaracteristics ofEmmon Electric Co.
Emerson Electric Co., a Fortune 100 company, is eugaged principaJly in the worldwide design,
manufiLcture and sale of a broad range of electrical, electromechanical and electronic products and
systems. The products manufactured by the company are classified into the fonowing industry
segments: commercial and industrial components and~ and appliance and construetion­
related components. DomesticaBy our divisions and subsidiaries are located throughout the United
States. As with all companies, telecommunications is becoming a major component ofour business
operations. In order for us to effectively use and manage this resource, we find it more beneficial for
Emerson to strategically "partner" with a fewer number ofsuppliers as opposed to trying to deal with
a large menu of providers. We feel that SBC could be such a provider for us if it could extend its
reach.

leiecomwllnicatioDS Needs ofEmerson Electric Co,
This year will see the beginning ofa centralized Information Services Division (ISD) that will bandle
the design, purchasing, implementation and support of all telecommunication services for Emerson
on a global basis. In the past, all of this was handled on a location-by-location basis. Due to the size
and complexity of this endeavor, we find it necessary to "partner" and align ourselves with a very
select group ofTelecom providers, while still providing 100010 coverage at a cost effective price.

No. of CopIes flC'd 0



September 21, 1998
Page Two

Benefits ofthe SBClAmeritech Merger to Emerson Electric Co.
As stated above, telecommuni~ations is becoming a crucial element in the day to day operations of
our company. We must have a reliable, cost-effective telecommunications services from a minimum
number of providers. In the case of Emerson, a merger_of SBC and Ameritech would create a
provider with the geographic range and depth to be considered as a preferred supplier. Without the
merger they are to us both "niche" players, with neither one being ofhigh impact to Emerson.

Conclusion
Let me reiterate our support for the SBCIAmeritech merger. While we feel this will increase
competition, it will also create an organization that can more favorably provide services to the
breadth and operation ofEmerson Electric Co.

Respectfully submitted,

fl!id
Vice President &. ChiefInformation Officer
Emerson Electric Co.
8000 West Florissant Avenue
St. Louis, MO 63136
(314) 553-1470
niclc.simonds@emrsn.com

GNS:jmt
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201 Progress Parkway
Ma~l'land Heights, MO 63043-3042
314-515-2000
www.edwardjones.com

September 11, 1998

COCKET FILE COpyOR
IGINAL

Edward.leRes

..~ .

Magalie Roman Salas FCC 7',,·' :.\Il Rc,r'" ~ ,
Commission Secretary ... '.
Federal Communications Commission
1919 MStreet, N.W.
Washington, D.C. 20554

Re: Comments for CC Docket No. 98-141

Dear Ms. Salas:

On behalf of Edward Jones and pursuant to Section 1.419(b) of the Commission's Rules, I submit these
s;QlOments to convey Edward Jones' support of the pending application of sac Communications Inc. and
t'lleritech Corporation for transfer of control of licenses and authorization from Ameritech to SBC.
::Ii::
~neralCharacteristics of Edward Jones
Ln

cfltward Jones is aretail investment firm with 4200 offICes located in the United States, Canada, and the
U.K. It is headquartered in St. Louis, MO. Jones employes over 11,000 associates and has revenues in

:::acess of $IB. The firm, apartnership, is known for its conservative approach to investing and
~phasizes long-term personal, customer relationships. Offices are small and located near our clients,

c;etten in rural communities; we are described as "bringing Wall Street to Main Street."

Jones' midwestern roots result in many of our offices being located in sac and Ameritech's service areas.
Having a single, consolidated point of contact for as many of our branches as possible simplifies our
business practices and operations.

Telecommunications Needs of Edward Jones

Edwards Jones has telecommunications needs for voice, video, and data communications. All of our
4200 offices and our main headquarters need both LEe and IXC POTS service. In add'mon, we need data
communications from the St. Louis headquarters to awide range of vendors, business partners, and
secondary headquarters offices in Canada and the U.K. We utilize analog POTS, channelized Tl and 13,
DDS, and ISDN PRI and SRI circuits to fulfill these needs.

Our approach to purchasing these services is to partner with a small number of highly reliable network
providers. Reliability and availability are our primary concerns with ease of manageabmty and doing
business second.

One of our signWicant telecommunications chaUenges is dealing with the many different local phone
companies which serve our 4200 offices. Since many of these offices are in rural areas, we encounter 2
wide range of LEGs. This results in operational, billing, and contractual complexities.

Benefits of the SBC/Ameritech Merger to Edward Jones

The merger of SSC and Ameritech will benefit Edward Jones by reducing the number different vendors
needed to support our remote offICes. Having fewer providers to contact for problem resolution will
increase our service level to our clients by reducing down time. Having fewer providers for contractual
issues and for billing will reduce our overhead expense, thereby allowing us to more efficiently serve our
clients. No. of CapiII rec'd 0

UstABCDE
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Our national and global focus lead to astrong preference for dealing with telecommuniCations providers
with a similar scope.

Conclusion

Edward Jones supports the SBC/Ameritech merger and believes that it will be beneficial to our firm and
our clients.

Respectfully submitted,

,2\-------v'\--:..\---=----
Robert N. Tatum
Director - Network Services

cc: Keith Brown, SBC
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August 31, 1998

Magalie Roman Salas
Commission Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, D.C. 20554

Rc: Comments for CC Docket No. 98-141

Dear Ms. Salas:

On behalfofLevi Strauss &; Co. and pursuant to Section 1.419(b) ofthe
Commission's Rules, I would like to submit these comments to convey Levi's
support of the pending merger ofAmeritech and SHC Communications Inc.

Levi's is the world's largest manufacturer of brand-name clotb.ing, with in
excess of 35,000 employees throughout the United States and Intemationally.
Given the nature of our business, it is important that our telecommunications
providers be national, or preferably, global, providers of service. The SBC
National-Local Strategy makes the Post-merger SBC/Ameritech such a provider and
creates a new, significant competitor that Levi's can consider.

We believe that the merger will increase competition, giving us additional
choices that were not previously available. This outcome is likely to benefit us in
both long and short term telecommunications decisions.

Sincerely,

Mavis Pizzella
Manager, Network Servioos
(415) 501-6889

" -. ~ ..... , ,~" ..::. :1 .. 1 .'.'~.'"

.·- , d··. '.. ;. $--_._-~--- ...
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October 12, 1998

ULTRAMAR DIAMOND SHAMROCK
COt POtATION

Magalie Roman Salas
Commission Secretary
Federal Communications Commission
1919 M Street, N.W
Room 222
Washington, D.C. 20554

Re: Common Carrier Docket No. 98-141

I am Mike Kilbane, General Manager, Systems Architecture and Integration
Services of Ultramar Diamond Shamrock Corporation, and I am writing on
behalf of Ultramar Diamond Shamrock Corporation, to urge the Commission
to approve the pending merger of SBC Communications, Inc. and Ameritech
Corporation.

Telecommunications services are important to Ultramar Diamond Shamrock.
Our business is the refining and marketing of oil and gasoline products. We
currently operate seven refineries in the United States and Canada and own
or franchise over 6300 retail gasoline outlets across North America. It is
important to us to have a telecommunications company that can serve our
dispersed locations. In particular, we rely on our telecommunications
provider to maintain a substantial data network connecting our operations
across the country.

We believe we receive significant value from working with a
telecommunications company that can satisfy most or all of our
telecommunications needs. This type of relationship gives us volume
discounts, network compatibility, and focused accountability. To date, we
have not considered SBC as a potential provider of services to all of our
locations. With the combination of SBC - Ameritech and the launch of the
"Thirty Cities Strategy," SBC will potentially be offering service to the large
majority of our locations. With this significant amount of coverage, we will
finally be able to consider SBC as a candidate to be our strategic source of
telecommunications services.

P. O. IlaIc 6NOOO • Soul AImlIItt, nxM 7I'l6NIXD • ;uo / Ma.-aJ ------_. __.
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Our company will benefit directly from the merger. It will mean there is one
more major telecommunications company to compete for our business. Given
our past relationship with SBC since 1987 and the founding of our company,
we would welcome the opportunity to have a new SBC - Ameritech compete
for our national business.

Respectfully submitted,

~ichaeIJ.~lbane

OM Systems Architecture & Integration Services
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This letterls written to support the proposed merger between Amcriteeh and SSC .u
r~qucstl.'CI via CC Docket 1I~8.141 The pl:umcd merger h:u thu posslbility of producing
.nnny positive results; IIkely bcnefiung ComEd 111. the folloYomg ways:

'Oear Mr. Kenn3l'd:

Cbainnaa William Kl;nn.n:l
Federal Communicatlons CcmmlSsicn
1919 M Strm. N W
Wilsh\l1gton, DC 20554

• Companies such 415 curs. e:q)C1Dding 111 nation",1~ LntemauonaJ scope,
want to de~ wuh suppliers who C.1I1 sef\'C \1S iUl)'where. This n\crger win

create such an altem:'luve.

• We believe the new compln)"s ''nattonaUloc:al'' strategy to enter new markets.
thereb}' Sl:rvmg the largest mukcts In the U.S willsive miiliQn5 ofb\lSLnesses,
in~luding ours. new chOices tOr local and long cllStilnCC phon~ Set'V1CC

• Because this mCfSCl is one oC scvcr.ll now pending in tcleeomm\lnications.
we also believe the joinl"i ofAmeritech :uad SSC wllJ incrasr: the competitive
nature of the .:ntirc industry, and. gIve the c:ombin~d company tbe size and
strength :t needs to :ompac agalnst large national pla,.'l:t'S and therefore continue
to be a strong stnteglc p:LJ'tner with CornEd. .

• Ultimate!)... this merger 15 3bou1 inercasins AmcrsllXlfs oompetlt!vcness both
here in our state and around the woTld.

Your consideration ofthesc: issues IS nppreei:1.tCld ",nrc in the light ofoul tndusuy'S entry
into the expanding eompetf:1Vl:. dercplatc.:d environment.

Stneetcly,

7~(,
T. Oliver Butler 1r
Vice Pr~iclcDt and CIO

" rnwum (.m"D:u",
OCT 15 1999 11:21

312 394 5440
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Oc:tobc: 14, 1991

CC DOCKBT HO. 98-141

ChaimaID WWiuft Keaaenl
Fedcn1 CC'"'M'icatioos Commiuion
1'1'M SCf~li1t. N.W.
WashiJIIton, DC 20554

Dear ChahmulKcruw-cl.

We~WI'itiD& to you regardiIc tlw pi..... merp:rofSBCIAmE:ri1eCb. aDd aur BUppon
for this maser to happeD. W"1Ih the~ altha SBC/AIftcriluh mcrpr. we would
De able to reafu:z greater purchuing power by 1cM::r"our _oual cq:JCDditula to
achieve createi'" cfiscO\Ina. AJ1e&iance would abo bendt by ncluciD& the number of
teleeonnunicatiOlls providers that we INAIt deal with 011 a local. natioDal and BlobaJ basis.

In closing. we are encoungiDg}'O\l to pus this~ to spur izaGreasallacaI
competition wbi1e pRMdiDg bCIIII& to a sJabIIl corporatiDa like AUqpne.e Ba.1thca:e.
P1c&se gift this YOW" fiIlI a2ns:i4era1iG1a u you ewIuak CC Docket 1198-141.

Sdlcerely,

~4
1CcanI:th 1. YorpDSCIl
V'u:c PreIid-. Entl:lprise TechDoJosy
ADcsiMCe Bea.lthcue Coaporatioft

IOYJIas

"\:i" t,f r:\"l"~''l roc'd, _I ........ . t••·· _

L;?tA Lie DE

.... TOTAL. PFlGE. e2

__ ~ .." .. ~I!I,"'T


